
TO THE WHITE HOUSE 

FIRE* THIS ISSLE LEADS DIRECTLY INTO THAT OF NEGIOTIATINQ 
WITH I N D I A  A SETTLEMENT TO END THE STATE OF WAR IN THE WEST; 
'WHICH MAY INCLUDE TERRITORIAL ADJUSTMENTS. THIS , I N  TURN , 

' IS RELATED TO THE PROBLEM OF NEGOTIATING WITH BANGLA DESH 
TME ISSUES CREATED BY SECESSION, INCLUDING .A DIVISION OF 
ASSETS , A N D  DEBTS, A POSSIBLE BIHARI-BENGALI POPULATION EX- 
CHANGE, ETC.) I T  IS ALSO RELATED TO THE PARALLEL QUESTION OF 
RECOGNITION OF BANGLA DESH BY THIRD COUNTRIES AND EVENTUALLY 

' BY PAKISTAN ITSELF. 
3. I N  DOHESTIC AFFAIRS, BHUTTO'S PROBLEMS FALL INTO FOUR 
GENERAL CATEGORIES t THOSE STEMMJWG 1 FROM THE HUMILIATION OF 
DEFEAT BY INDIA, THOSE DERIVING FROB THE COUNTRY% SVERE 
ECONOMIC PL,IGHT AT A TIME OF R I S I N G *  POPULAR vEXPECTATfONS, ' 
THOSE BROUGHT ABOUT BY REGIONAL ASPIRATIONS, AND THOSE ' 

ARE NOWHERE I N  SIGHT* I .  
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4. PU MEET THESE MANIFOLD PROBLEMS, BHW,,O MSs SUB& ASaLlY.  

! , L [  OMESTICALLY, HE CA'N W L Y  ON H I S  OWN P O P U L A R I T Y  WITH T H E  
A S S E S ;  T X E  SUPPORT O F  THE PPP, T H E  COUNTRY'S MOST POWERFUL ' 

P O L I T I C A L  PARTY; AND THE FACT THAT E V E N ' H I S ' E M E M I E S  CAN SEE 
I ' "NO ALTERNATIVE TO H I N  A T  PRESENT* I N  T w  I I ITERNATIONAL 

' FIELD H I S  A S S E T S  A R E J X N S I D E R A B L Y  FEWER.. I N  T H E '  FORTHCOMING 
I 

I 
CRUCIAL MEGOTIATIONS,  I N D I A  WILL MOLD MOST O F  TNE TSWPSS 
THE POW'S AN C I V I L I A N  P R I S O N E R S ,  M I L I T A R Y  \ S U P R E I A C Y  
O C C U P I E D  .BORDER AREAS I N  T H E  WEST, A PREDOMINANT I N F L U E N C E  
I N  DACCA, AND TME A C T I V E  S U P P O R T  O F  . T H E  USSR* ,BHUTTO H A S  
ONLY THE P O L I T I C A L  S U P P O R T  O F  C H I N A ,  SOME O F  TWES MUSLIM 
S T A T E S  AND (PRESUMABLY) TME US, AND A MEASURE O F  I N T E R -  
NATIONAL SYMPATHY ' A S  THE UNDERDOG WHO k&S J U S T  L O S T  HALF 
H I S  COUNTRY* 
5, O F  P A K I S T A N ' S  MANY ECONOMIC PROBLEMS, THE MOST S E R I O U S  
ARE UNEMPLOYHENT AND ABSENCE O F  I N V E S T I M E N T S *  ABOUT 18 
PERCENT O F  WEST P A K I S T A N ' S  LABOR FORCE IS E I T H E R  4UNEMPLOYER 
OR UNDEREMPLOYED. MOW T O  CREATE J O B S  FOR THE UNEMPLOYED I N  
K E E P I N G  W I T H  H I S  E L E C T I O N  CAMPAIGN P R O M I S E S  IS P E R H A P S  THE 
S I N G L E  MOST IHPORTANT DOMESTSIC T A S K  F A C I N G  BHUTTO, HE MUST 
I N  SOME WAY A L L E V I A T E  SONE O F  THE P R E S S U R E  O F  UNEMPLOYMENT 
I F  HE IS T O  AVOID S E R I O U S  S T R I K E S  AND DEMONSTRATIONS I F  NOT ' 
BROAD C I V I L  S T R I F E *  
60 THE ECONONY, WHICH HAS STAGNATED FOR THE L A S T  TWO Y E A M  
I F  NOT LONGER, IS UNABLE TO F I N A N C E  Z'WROWBH 'i'HALtI'ljIONAL 
GROWTH T H E  S O C I A L  REFORMS PROM ISEL) BY dHUTTO, l h lCLUDING T H E  
CHM&ENGE OF PROvID I N G  FIILLER EMPLOnYlE NTI  THEREFORE , WE 
CAN E X P E C T  BHUTTO T O  TURN T O  STATE-FINANCED , * L A B O R 0 I N T E N S f V E  
P R O J E C T S  WHICH WILL P R O V I D E  Q U I C K  EMPLOYMENT FOR EgANY I NCLUD- 
ING THE UNSKIl,,LED. SUCH P R O J E C T S  CAR I N  THE B E B I N N I N G  BE . 
D E F I C I T  FINANCED. I N  ORDER TO S U b T A I N  D E F I C I T  S P E N D I N G  OR 
ANY PROLONGED P E R I O D ,  T H E  ECONOMY MUST BE PRIMED Am AGA 1 W 
S E T  ON A COURSg OF EXPANSIUN. I F   PAKISTAN'^ ECUNOMY IS  TO 
B E  S T I V U L A T E D  AND EXPANDEU, INVESITItirlENXS, BC'CM P R I V A I E  A i U  
P U B L I C ,  MUST B E  I N C R E A S E ~ L  TO uA'A"I'E, A L L  OF Aiils A C ~ I l i i v d  
TAKEN B Y  BHUTTO I N  T H E  ECONOMIC F I E L D  SEEM T O  DISCOURAGtE; 
RATHER THAN ENCOURAGE VOLUNTARY I NVESIWENT* 
7. SECONDARY PROBLEMS CLOSELY A S S O C I A T E D  W I T H  'I'Y1ESE 
PROBLEMS ARE FORE I Q N  A S S I S T A N C E  AND INY ESTBE NI' ArJU n A  A I O N A L  
RESOURCE M O B I L I Z A T I O N e  WE HEAR T H A T  THE QOP WOULD L I K E  THE 
CONSORTIUM C O U N T R I E S  A S  WELL A S  O'I'iiEH CREOf'l'IOHS lo KEGULARIZE 
ITS UNILATERAL DEBT MORATORIUM WHICH E X P I R E S  J A N *  3 1, , 

OR W I T H I N  THE NEXT TWO OR THREE, MONTHS B E  G I V E N  COMMODITY 
LOAN A S S I S T A N C E *  SUCH A S S I S T A N C E  FROM P A I S T A N  'S C R E D I T O R S  
WOULD R E S T O R E  I T S  C R E U I T  R A T I N G ,  HELP I T S ' B A L A N C E  O F  PAY- 
MENTS S I T U A T I O N I  AND STIMULATE ITS ECONOMY. WHETHER OR 
NOT P A K I S T A N  CAN PERSUADE ITS C R E D I T O R S  TO TAXE T H I S  A C T I O N  
IS NOT KNOWN. FOR P O L I T I C A L  REASONS,,  T N R E  A M .  NO P L A N S  
T O  D E V E L O P  A BUDGET BASED ON VEST P A K I S T A N  ONLY'. U N T I L  
T H I S  IS UNDERTAKEN, THERE WILL ,138 $40 ADLXTIUkUL J~FFuRTS 
MADE T O  INCREASE GOVERNMENT REVENUES AND P A K I S T A M ' S  VERY 
WEAK F I N A N C I A L  S I T U A T I O N  WILL CONTItJUE* \ 

8, I MET W I T H  B N n T b  AT H I S '  R E S I D E N C E '  OW JANUARY 110 
NOTHING S T A R T L I N G  DEVELOPED1 TkEREFROFI,, Bp, D U R I N G  THE 
COURSE O F  CONVERSATION 'HE A G A I N  R E A F F I a E D  H I S  APPRiSCXATION 
O F  USG S U P P O R T  AND EMPHASIZED ~ O P  W E D  FOR ECOEJOI?IIC A S S I S T -  
ANCE D U R I N G  T H I S  C R I S I S *  T H I S  COM\ilER$ATION WAS REPORTEU 
I N  ISLAMABAD E X D I S  363, AND THE P O R T I O N  THEREOF R E L A T I N G  . 
T O  S H E I K H  MUJIBUR RAkMAN WAS REPORTED I N '  ISLAMABAD N O D I S  
364. I N  A D D I T I O N  YOU NAY W I S H  T O  PERUSE ISLAMABAD 
26 1, WHICH S W M A R I Z E D  BHUTTO 'S FORTNIGHT I N  POWER* 
WARM REGARDS* . 
9 08 
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